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The US licorice market, predominantly dominated by mass-market red licorice brands like
Twizzlers and Red Vines, poses a significant opportunity for entrants specializing in black
licorice products. This study delves into the market dynamics, consumer preferences, and
regulatory landscape to devise an effective entry strategy for Kouvolan Lakritsi (KL). While
mass-market competitors were excluded from the research scope, direct competitors offering
black licorice were segmented into mass-market and gourmet categories, with the latter
further divided into bargain, premium, and ultra-premium subsegments.

Consumer surveys identified distinct segments, with one group demonstrating a pronounced
preference for quality packaging and Scandinavian origin, aligning well with KL's profile.
International brands in the US market were found to have varied distribution channels, with
European brands predominantly in independent retailers and Australian and New Zealand
brands enjoying broader availability.

A differentiation focus strategy was chosen to be most effecting on reaching niche segments
of international black licorice enthusiasts. Some weaknesses in brand image were found and
comprehensive rebranding for the US market is major first step for success. The US
regulatory environment possesses challenges. Most importantly FDA regulations and
labeling and ingredient requirements. The product needs also fine adjustments to meet the
needed requirements.

Interviews and focus groups highlighted the impulse nature of licorice purchases. Boutique
stores came up as best sales channels. Nationwide distribution posed logistical challenges
that suggest to establish good strategic partnerships. The research covered mainly only
California but recommendations for further research emphasize the importance of
understanding distributor networks and market dynamics in every state in the US.
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Yhdysvaltojen lakritsimarkkinaa hallitsevat pddasiassa massamarkkinoiden punaisen
lakritsin lakritsibrdndit kuten Twizzlers ja Red Vines, mikd tarjoaa merkittdvin
mahdollisuuden erikoistuneille mustan lakritsin tuotteille. Tdmid tutkimus syventyy
markkinoiden dynamiikkaan, kuluttajien mieltymyksiin ja lakisdéntely-ympéristoon
kehittddkseen tehokkaan strategian markkinoillepadsystd Kouvolan Lakritsille (KL). Vaikka
massamarkkinoilla kilpailevat kilpailijat suljettiin pois tutkimuksen laajuudesta, suorat
kilpailijat, jotka tarjoavat mustaa lakritsia, jaettiin massamarkkina ja gourmet-luokkiin,
joista jdlkimmdiinen jaettiin edelleen bargain-, premium- ja ultra-premium alaluokkiin.

Kuluttajakyselyt tunnistivat erilliset segmentit, joista yksi ryhmi osoitti voimakkaan
mieltymyksen laadukkaalle pakkaamiselle ja skandinaaviselle alkuperille, miké sopi hyvin
KL:n kohderyhmi profiiliin. Yhdysvaltain markkinoilla toimivilla kansainvélisilla
brindeilld havaittiin olevan vaihtelevia jakelukanavia, jossa eurooppalaiset briandit olivat
pddasiassa itsendisten jédlleenmyyjien ja australialaisten ja uusiseelantilaisten bréndien
nauttiessa laajemmasta saatavuudesta.

Differentioitumiskeskittymistrategia  valittiin ~ tehokkaimmaksi  keinoksi  tavoittaa
kansainvilisten mustan lakritsin harrastajien niche-segmentti. Brandi-imagossa tunnistettiin
joitakin heikkouksia, ja kattava uudelleenbrinddys Yhdysvaltain markkinoille on tarked
ensimmadinen askel menestydkseen. Yhdysvaltain lainsdéntely-ymparistoon liittyy haasteita,
erityisesti FDA:n miérdykset ja pakkausmerkintdvaatimukset. Tuotetta tdytyy myds
hienoséétdd vaadittujen vaatimusten téyttdmiseksi.

Haastattelut ja fokusryhmét korostivat lakritsin olevan impulssiosto tuote. Pienet
erikoisliikkeet nousivat parhaiksi myyntikanaviksi. Kansallinen jakelu aiheutti logistisia
haasteita, mikd viittaa tarpeeseen luoda hyvid strategisia kumppanuuksia. Tutkimus kattoi
padasiassa  vain  Kalifornian, mutta jatkotutkimus suosituksissa  korostetaan
jakelijaverkostojen ja markkinoiden dynamiikan ymmértamistd erikseen jokaisessa eri
osavaltiossa.
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1 Introduction

This thesis examines the effective internationalization strategies for small confectionery
businesses using a specific case study firm, Kouvolan Lakritsi Oy (KL). KL is a small yet
successful licorice company from Finland, known for its distinctive licorice sweets.
Kouvolan Lakritsi’s foray into the US market serves as an instructive example of a small
business exploring market entry opportunity for the US market. Discussion about market
entry to foreign markets is an everlasting topic that has been going on for decades.
(Schellenberg et al. 2018 p. 601-627) Dow and Larimo (2009 p. 74-98) address the historical
significance of entry mode choice in international marketing and business literature, citing
numerous studies and meta-analyses that have explored the topic. Dow and Larimo show in
their results that national-level distance factors related to differences between countries
strongly predict how companies choose to enter foreign markets. (Dow and Larimo, 2009 p.
74-98) This thesis focuses mainly on economical differences, political variations, legal and
regulatory differences, market size and potential, consumer behaviour and how small
company can exploit their limited resources to achieve competitive advantage in foreign

market.

This thesis will specially focus on the US market because of its important confectionary
market field. Candy production industry in the US is valued at near 13 billion dollars in 2023
with over 1400 different businesses working in the market (IBISWorld, 2023). The global
licorice candy sales are projected to reach 279 million dollars in 2023 with Compound
annual growth rate, GAGR of 5.2% and in the US with stunning GAGR of 23.4%. The
United States holds 38% of global licorice candy market value, which counts for 88 million
dollars in 2023. With these projections, the total licorice candy market is going to reach 403
million dollars by 2033. (FMI, 2023)

The study faced challenges in selecting a research method due to the absence of refine market
data on licorice market. Given the lack of quantitative data for this niche, qualitative research
was chosen method. Utilizing primary and secondary data, including data from individual
interviews, consumer focus groups, and a conjoint analysis on a consumer survey, the study
aimed to comprehensively understand the US market and strategically analyze potential

effective strategies for Kouvolan Lakritsi's market entry.



Before starting the study, the main questions were about the US legal system which is
commonly known to be very challenging. Licorice is also very special product which is not
that well known in the world. Prior the research, the number of different laws in different
states was recognized to be problematic for small company. Also, it was recognized that the
US licorice market predominantly featured fruit-flavored red licorice, with black licorice
holding a considerably lower market share. The thesis will start by introducing theories
contributing to market research, followed by a comprehensive exploration of the US market,
covering the regulatory environment, law and tax system and business culture. Lastly, the

gathered data will be thoroughly analyzed, leading in the final discussion.

Through an in-depth investigation of factors such as product, market, regulatory
environment, and competitive landscape, this thesis tries to highlight practical and actionable
strategies to enhance the export capabilities of small confectionery companies. The goal is
to provide a robust guide that will assist Kouvolan Lakritsi in understanding the US market
better, thereby improving their ability to penetrate this market successfully and sustainably

utilizing their competitive advantages.

1.1 Background and motivation

In 2022 Finland exported 129,5 million euros worth of confectioneries, EU being the top
market with 108,5 million euros worth of export. Other countries, which include the US,
counted in total for only for 17.8 million. When cacao, chocolate, pastils and chewing gum
were extracted the total amount dropped to 44,8 million euros. Export into the US, with this
limitation, accounted for little over two million euros and the whole confectionery segment
for 2,7 million. (ETL, 2023) According this data, the US market has not been very
meaningful target country for Finnish confectionary companies. Licorice and salty licorice
have always been in the hearts of Finnish and Scandinavian people. In the middle of the
dynamic shifts of the global marketplace, numerous enterprises encounter saturation within
their domestic markets, which forces to look for alternative growth opportunities.

Historically, the US market has been perceived as the land of opportunity.

The licorice market can be segmented into three primary categories: licorice candy, licorice
extract, and licorice root (FMI, 2023). Obtaining precise statistical data on the licorice candy
segment poses challenges, largely due to the dominance of major corporations in the sector

which tend to be reticent in disclosing specific figures. In the US the market is also highly



divided into the original black licorice and the fruit flavoured red licorice which makes it
even more difficult to get hands on specific market data. This thesis will be looking mostly
into the black licorice market, since that is the flagship product of Kouvolan Lakritsi and the
data used is going to be mostly gathered from suppliers, stores and those who were willing
to share their information. Kouvolan Lakritsi has publicly stated that they are looking for
opportunities in export (Denvir, 2023). In an interview for Scan magazine by Philip Denvir
in 2023, CEO of Kouvolan Lakritsi, Timo Nisula stated that world is lacking in premium
licorice and even though they are a small player in worldwide scale they want to be the best

and have decided to be number one in the world.

Kouvolan Lakritsi is a privately held family confectionery manufacturer from Finland. They
mainly make and sell black licorice and other candies that have licorice in them. The
company got started back in 1906 in a city called Vyborg, which is now part of Russia. After
World War II, they moved to a city called Kouvola. Kouvolan Lakritsi’s licorice is produced
in batches and only when they get an order. Doing it this way makes sure their candy stays
fresh, which is one of the things they are known for. (Kouvolan Lakritsi, 2023) The company
has 38 employees, with 25 involved in production and the remainder in administration and
sales. Revenue in 2021 was 5.6 million euros. Kouvolan Lakritsi’s revenue increased from
$3.6 million in 2017 to $6.2 million in 2021, equating to a 14% Compounded Annual Growth
Rate over the last five years. Concurrently, operating profit also grew from $0.6 million to

$1.1 million (CAGR 16%) over the same period. (Kauppalehti, 2024).

Kouvolan Lakritsi distributes its products within several European nations, most notably
Denmark, Germany, and Italy. The company is now contemplating the prospects of market
expansion. (Appendix 2) The aim is to penetrate the considerably larger licorice market in
the United States. Kouvolan Lakritsi’s flagship product is its award-winning black licorice
candy, which is sold in multiple stock keeping units (SKUs) based on shape, size, and flavor.
The original blend black licorice product accounts for 99% of the company’s sales and was

therefore the sole focus of the team’s market research. (Appendix 2; Kouvolan Lakritsi 2023)

While the company currently sells products in multiple European Union (EU) countries,
90% of sales still occur in Finland. That proportion has increased since the outbreak of
COVID-19, before which it was only 80%. This shift is attributed to both a rapid growth in
domestic sales, as well as disruptions to export operations owing to the pandemic. The

company believes that current domestic sales represent roughly half of Kouvolan Lakritsi’s



potential market share in Finland, a vacuum that company leadership intends to fill in the
next five years through a complete reorganization of its sales force and overarching
marketing and sales strategies. To achieve this vision of continued growth while
simultaneously maintaining a one-week order fulfilment, operational capacity had to be

greatly expanded. (Appendix 2)

To address the problems that Kouvolan Lakritsi has in their internationalization project there

are specific research question established to gain the knowledge about the US confectionery

market needed to develop a viable market entry strategy for Kouvolan Lakritsi.

The first researchquestion is:

RQI. How can consumer behavior analysis help in the market entry mode decision-making?

The topic-specific research questions are as follow:

SRQ1. How to find competitive advantage from consumer behavior?

SRQ?2. What is the most effective market entry strategy for Kouvolan Lakritsi?

SRQ3. What role does the United States’ regulatory environment play in market entry mode
decision-making process?



2 THEORETICAL REVIEW

The goal of this chapter is to illuminate the various aspects of exporting Kouvolan Lakritsi's
products to the US market. It aims to foster a profound understanding of the international
business environment, specifically the confectionery sector within the United States, and the
strategies necessary to penetrate and thrive in this sector. This chapter will explore academic
articles and industry-specific literature that have addressed challenges, opportunities, and
strategies in exporting goods to foreign markets. These theories include exporting strategies,

market analysis theories and competitor analysis methods.

Finally, the review will explore effective export strategies for a successful market entry and
long-term growth within the US market. It will examine the best practices of other companies
that have successfully penetrated the US market and derive applicable strategies from their
experiences. The focus will be on strategies that best align with Kouvolan Lakritsi’s

resources, capabilities, and objectives as a reference point.

2.1 Market entry model

Internationalization is a great way for SMEs to gain growth. In the United States many
markets are very international, or at least shifting towards more international.
Internationalization strategies hold many different approaches, and these have been studied
theoretically and empirically in large scale. There are significantly less studies about SME
internationalization strategies. (Namiki, 1988, p. 32; Fernandez et al. 2005 p. 77-89)
According to Namiki (1988, p. 32), for manufactories with innovative advantages and small
companies with less financial capital, exporting is the most effective way in terms of growth
in the international markets. Companies operating in the same field tend to use diverse range
of strategies, with some performing better than others. This has led to research type called
Strategic Group Analysis. This type of research method categorizes companies by their
strategy types and then analyse the performance of different groups. Successful strategy
types are identified within specified industries or under given circumstances, further
emphasizing the importance of a customized, context-specific approach to strategic
planning. This strategy is especially useful with SMEs. (Namiki, 1988, p. 32-34) In general,

we can conclude that exporting is mostly the best and sometimes the only option for small



companies with fewer resources to enter international market for its cost efficacy approach.
Even though Namiki’s research suggests export as the best alternative there is few other
options available. Other relatively common export strategies are franchising, licensing, joint

venture and strategic alliances.

2.1.1 Export strategies

Export strategies are widely researched and there are countless theories about different
strategies. Mostly these are focusing on multinational large companies or broad approach
rather than industry specific information. Here we will introduce few of the most common
tools that will be used int this study to define the export strategies for specifically licorice or
confectionery industry in the US. Many studies have showed that the performance of
different export strategies is quite frankly industry dependant. (Di Fatta, et al. 2019; Solberg
1997, p. 9-30)

Typically, the main types of exporting activities are categorized into two different export
channels, indirect and direct export. Indirect exporting channels are operated by third party
export partner who is responsible of the exporting process to the foreign country. This
method does not need much starting resources or knowledge which can be helpful for small
companies that do not have too much either. On downside the company loses control and is
totally dependent on other companies’ activity. These companies usually have multiple
different products that they are managing and the ones with lover profit margin can naturally
be left to less interest to promote. Direct channels in the other hand include all the distributors
and retailers that the company sells their products directly in the export target country. Direct
exporting does need more time and resources but leaves the company with opportunity to
learn more about the target market and customers. The company has also more control over
the whole process. (Seyoum 2008, p. 95-96) In general, direct sales channels are more
successful when there is similarity within the home- and target country, the products have
high profit margins, there is large number of customers, and the company has the resources

and expertise. (Seyoum 2008, p. 97-99)



2.1.2 Joint ventures and strategic alliances

Sherman (2003 p. 4-7, 383) discusses leveraging intellectual capital creating joint ventures
and strategic alliances. Intellectual capital consists of human resources, intellectual property
and relationship capital. Joint venture is a strategic way to obtain certain intellectual capital
that would have been otherwise gain through financial investments. There are various ways
this can be done in the company’s value chain. Different partnering structures have huge
difference at what the partnership looks like. Sherman categorizes these to three main roles
where two small businesses come together, two large firms co-operating or small and large
company. There is no other guidelines to these strategies and they are very much individual
case by case. (Sherman 2003, p. 383-386) In manufacturing case a joint venture can be
established as a new co-owned manufactory in a target market, where the other company has
knowledge in establishing new manufactories and other with the markets web of distributors
and customers. Strategic alliances come in more diverse shapes and is just a term to embrace
all strategic co-operation between two companies (Sherman 2003, p. 385) Joint ventures and
strategic alliances can be very successful for small companies with less resources.
Companies still need to be very careful when choosing the partners since the wrong partner
can drive the whole business down. In, generally these co-operations should have positive

cumulative effect.

Sherman (2003) addresses also franchising and licensing. The three main principles of
franchise business structure are the brand, the operating system, and the ongoing support by
the franchisor. (Sherman 2003, p. 11) Franchisors main operations leave then to enhance the
brand and support franchisees. This method is mostly usable with stores and chains rather
than manufacturing companies. Licencing is also a method that does not suit for
manufacturing companies where the core business lies within the manufacturing process

rather than rights of ownership (Sherman 2003, p. 361-382).

2.2 Industry segmentation

Porter (1985, p. 202-212) analyses different ways, how competitors can strategically benefit
companies. Competitors need to be addressed thoroughly to understand what and how the
benefits could be brought out. Thorough competitor analysis also helps to identify company

positioning in the market of entry. And the right positioning can be the key factor of



succeeding in foreign market. Porter (1985, p. 234) explains the importance of industry
segmentations. There are formed segments that are formed by differences in products and
buyers within the industry. These segments can vary significantly in terms of perceived
value, it is important to identify segments to achieve competitive advantage. Different
segments are identified by segmentation variables that Porter identifies as; product variety,
buyer type, channel and geographic buyer location. These variables carry the deeper
knowledge about why the segments are formatted. Products themselves have many
differences in price, technology, features, packaging, performance and other small
variabilities that can differentiate products from each other. Buyers need to be recognised
too. End customers can differ significantly inside their value chain or structural differences.
Buyer segmentation need thorough investigation. Consumers and industrial buyers have
large differences but here we will only focus on end consumers. Consumer goods buyers can
be segmented by their demographics, lifestyle, language, decision-making process and
purchase occasion. Channel and geographic location segments come rather hand in hand.
These segmentations consist of how the products reaches or does not reach the customer.
This include everything from types of distribution to where and how the end-user actually
consumes the product. (Porter 2008, p. 234-247) Successful market segmentation is the
corner stone at strategical positioning of the products to gain competitive advantage in

foreign markets.

2.2.1 Competitive advantage

According to Porter (1985 p. 11) above average performance is reached through sustainable
competitive advantage. Porter introduces the generic competitive strategies as a tool for
businesses to identify their competitive strategy through right market positioning. The theory
conducts that companies’ weaknesses and strengths come out of the use of cost advantage
or differentiation. Figure 1 showcases the model and its use case. In general, the generic
strategies suggests that small companies gain the best performance when targeting narrow
focus groups, either cost focus or differentiation focus. In focus differentiation strategy,
companies focus on small target segments that have special needs that maybe the bigger
competitors cannot fill. Bigger companies who can achieve cost leadership in a market field

are performing better on that field. Many market segments that are already highly
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competitive, still have room for focussed strategies who target small target groups inside the

market segment. (Porter 1985, p. 11-26)

COMPETITIVE ADVANTAGE

Lower Cost Differentiation
Broad . . e
1. Cost Leadership 2. Differentiation
Target
COMPETITIVE
SCOPE
Narrow 3A. Cost Focus 3B. Differentiation
Target Focus

Figure 1. Porter’s Three Generic Strategies (Porter 1985, Three Generic Strategies, p. 12)

Porter’s generic strategies is here to showcase the theory of market field and how small
companies can still compete in big markets with big players profitable. The US market is
huge with enormous companies that have so many resources that small Nordic companies
only wish for but there is still room for above average performance if the strategy is right.
Defining the right strategy also need comprehensive market and competitive analysis.
Namiki (1988 p. 36) identified three main strategies for small companies from the Porter’s
generic strategies framework. These being marketing differentiation strategy, innovative
differentiation strategy, focus strategy. According to Namiki’s (1988, p. 37) study, the best
performing export strategies for small companies were differentiation focus and innovative
differentiation strategies. This study was made about for computer hardware companies
exporting to the US, so its usability in this case in limited but it still indicates the
characteristics of defining export strategies for small businesses and the use case for Porter’s

generic strategies.

The generic strategies are guidelines for companies to support the strategic planning process.
The chosen generic strategy is the spine of company’s search for its competitive advantage.
Generic strategy is a guideline to what competitive advantages the company is trying to
comprehend in their strategy. (Porter 1985, p. 25) Company’s competitive advantage is

composed of multiple factors hidden inside its operations. Company’s competitive
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advantages can be analysed through the value chain. The value chain is the chain of
operations and activities that add value to the final product. It is the pieces that made up to
company’s competitive advantage. (Porter 1985, p. 34) Porters value chain is showcased in

the Figure 2 above.

Single-Industry Firm
Supplier Firm Channel Buyer
Value Chains Value Chain Value Chains Value Chains

Figure 2. Single-Industry Firm value chain. (Porter 1985, p. 35 The Value System)

The Figure 2 is now so self-explanatory, but every block in the value chain includes activities
that create value. The value chain is equal to the firms strategy. Companies operating on the
same business are might have totally different looking value chain structures based on their
strategy and what they think bring value to their competitive advantage. The value chain
represent the process of value creation till the end product and why customer are willing to
buy that value for it. Every activity also needs to leave profit margin for all the operators,

this is also counted in the total value. (Porter 1985, p. 36)

FIRM INFRASTRUCTURE \

| [
HUMAN RESOURCE MANAGEMENT
SUPPORT | |

ACTIVITIES 1

| |
TECHNOLOGY DEVELOPMENT
| |

[ |
| PROCUREMENT]

~
INBOUND OPERATIONS OUTBOUND MARKETING SERVICE
LOGISTICS LOGISTICS & SALES

~
PRIMARY ACTIVITIES

Figure 3. The Generic Value Chain (Porter 1985, p. 37. The Generic Value Chain)
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Figure 3 is a more in-depth representation of what really goes into the value chain. It is
constructed of three main particles: primary activities, support activities and margin. Every
part of the value chain has this type of structure. Primary activities are the ones that provide
the product itself. Every part of primary activities needs support activities which are needed
for the activity to complete. (Porter 1985, p. 38) These are show in the Figure 3. Every
activity in the value chain is part of the strategy and part of competitive advantage creation.
They need to be carefully considered when positioning company in target market. Each
individual activity is also divided into multiple layers and sub sequences inside. To address
companies value chain analysis thoroughly, every activity needs a breakdown into what
bring the value to the customer. However, value chain needs to be assessed as unite, although
it is made from small parts. Value chain activities need to be linked seamlessly with company

strategy and to each other. (Porter 1985, p. 45-61)

Companies need to understand buyers value chain in advance to successfully add value to it
by their value chain activities. This is the base of differentiation. Buyers need to value the
uniqueness for it to work. When the customer is a consumer, it might be more difficult to
identify their buyer value chain, but it is crucial when identifying differentiation strategy for
the company. Consumers value chain is a chain of activities that households do consuming
the product or service. Consumer buyer value chain is mainly the acts and habit they execute
in order to consume the product. This is where they need the value from companies’ value
chain and they need to be in connection. (Porter 1985, p. 130-132) According to these
Porter’s findings, it is important to find out about what the customers are willing to pay for
and what they consider valuable to them. In confectionery business it is not relatively simple
task. Consumers have multiple different opinions about taste, packaging, colour and other
variables. These factors need to be identified on the field with surveys and other consumer

analyses.

Porter (1985, p. 142-146) identifies buyer purchase criteria’s into two categories; use criteria
and signalling criteria. Use criteria is the value buyer gets from using the product. It is the
connection between company’s and buyers value chains. In confectionery products this
could be the activation of taste buds and the feeling of satisfaction. Use criteria does also
include all the other aspects that buyers get value. These could be the delivery system,

customer service, product design or even social justification in the eyes of peers.
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Signalling criteria is the signals of value the company send to buyers. These include many
things from company reputation to advertising, packaging and price. Signalling criteria’s
might be very small but have huge impact into buying decision. Examples of smallest
signalling’s can be the colour of the logo in packaging. Signalling criteria come to its most
powerful position when companies are difficult to compare in regular ways. Mostly when
buyers are not educated enough to judge the quality of products themselves, the signalling

criteria can be the most powerful purchase criteria. (Porter 1985, p. 141-150)

According to Namiki (1988, p. 36) study results, small companies that focused on superior
products for specific target group customers were more successful in export than companies
using marketing as their differentiation tool in export even though the marketing
differentiation strategy was more commonly used amongst the study group. (Namiki, 1988,
p. 36-37) Porter (1985, p. 153) states that differentiation strategy will lead to superior
performance when the perceived value exceeds the cost differentiation. Identifying the
activities that bring the most added perceived value to the customer is huge turning point in

differentiation strategy.

2.3 Solberg nine strategic windows

Solberg (1997, p. 10-11) introduced a strategic framework to identify behaviours of
international companies in global markets depending on the industry globality and the
company readiness for internationalization. The framework a great indicator for companies
to see the outlines of their capabilities and where they should focus on the most. Figure 4

below showcases Solberg’s framework.
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Figure 4. Nine strategic windows (Solberg 1997, p. 11. The nine strategic windows)

The nine strategic windows have industry globality in the x-axis that counts the level of
globality. Today, most industries are already quite global. Industry globality can be
estimated with analysing the industry structure, globalization drivers and market
independences. Y-axis counts company’s level of readiness for internationalization. This has
multiple factors that count towards the ranking. These include international sales ration,
market presence, market share, HQ interaction with distribution network and others.
Company’s readiness can be examined in very accurate level but in general it count the
company’s ability to develop and carry strategies in foreign marketplace. The ability comes
down to managers and employees that are going to work in the international market and their

capabilities as well as the company culture towards internationalization.
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3 THE UNITED STATES AS A MARKET

The United States has long been perceived as the land of opportunity for new businesses,
thanks to its robust economy, diverse consumer base, and highly developed infrastructure.
According to International Monetary Fund’s official blog post written by Damgaard and
Sanchez-Mufioz (2022), the United States had the largest increase in foreign direct
investment (FDI) inflow of whole world in 2022. The US has done remarkable job rising to
the top of the FDI list for the past few years. This makes the US the most interesting country
in the world that investors are investing in. The US is one of the leading economic countries
in the world with the best technologies and infrastructure of the world. This brings a steady
economic balance and growth. The US is the high-end market when it comes to labour. The
whole labour force of the US of over 160 million highly educated and skilled people is
attractive market for foreign investment (RSM, 2019 p. 33). According to OECD’s (2023)
average wage data the US ranks at the third highest in the world with an average wage of
77.463 US dollars annually with Luxembourg and Iceland being the only countries with
higher average wages. Regarding the US size in population compared to Luxembourg and
Iceland we can conclude that the US has a remarkably high wage levels in the world. The
different areas and region inside the US have distinguishable cultural and economic
characteristics. Also, cultural diversity in the US is richer than almost anywhere. Some states
such as New York, Illinois, California and Texas are richer in population and geographically
larger than many countries (RSM, 2019 p. 6). The geographical size and population diversity

bring also challenges in logistics, marketing and fulfilling each customers demands.

The regulatory environment is generally business-friendly, with relatively low corporate tax
rates and ready access to capital (RSM, 2023). In September 2023 the US population was
just over 340 million according to Worldometers (2023) live count. This is the base for huge
and diverse consumer base that has room for all kinds of products and services. However,
the market is also highly competitive, demanding not only innovation but also significant
investments in marketing, branding, and customer service. (RSM, 2019 p. 5) It requires a
concerted symphony of diverse strategies. Standing out necessitates not just a unique product
but a compelling story, a respected brand image and presence that cannot be ignored. The
US is composed of 50 individual states that are highly autonomous which has a huge role in

the regulatory environment. The Country is operating under a 250-year-old constitution, but
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the states legislate their own civil and criminal laws within their individual jurisdictions.
(RSM, 2019 p. 5) With every state regulating their own rules, foreign entrepreneurs might
have difficulties navigating through this market and trying to find their best strategies to
enter and operate in the market. Every of the 50 states has their own tax regimes can compose
challenges for businesses. In the other hand. The regulatory environment is quite free for
businesses to operate, but the high importance lies under the different regulations in every

state which needs to be carefully assessed every time.

3.1 Characteristics of Business Environment

This chapter will explore different aspects that businesses will face in the US business
environment starting with the regulatory environment. Second chapter will dive into the

government and policy making structure and final chapter will discuss the tax system.

3.1.1 The regulatory environment

The business environment in the US is highly regulated and the main target of most of the
regulations is in the large companies. According to Gates and Leuschner (2007 p. 5), almost
half of the country’s gross revenue comes from small businesses that are less than 500
employees. Since most of the laws and regulations are made to keep large companies from
effecting the society too much there is much debate on how this effects the small businesses.
Small businesses often receive special treatment and many of the burden of requirements is
taken away from them, but it varies across regulations. (Gates & Leuscner, 2007 p. 5-9) The
regulatory environment gets even more complexing all the time when new regulations pile
on top of the old. In the other hand, the business regulations in The US are one of the freest
and less burdensome for business owners. Foreign companies are mostly welcomed with
same rules than local companies excluding some rare situations that consider homeland
safety like aerospace and militia areas. In most cases however, foreign companies have the
same rights and receive same treatment as any US company or citizen. Businesses just need
to be highly alerted and know their industry specific rules and regulations. (RSM, 2019 p.
6-10) For new businesses coming into the US, the number of agencies offering compliance
assistance can be overwhelming and expensive. As is often the case, everything comes at a
price. Companies must weigh the cost of professional guidance against the potential

regulatory missteps. Particularly for start-ups and small and medium-sized enterprises
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(SMEs) that are operating on tight budgets, this can be a challenging field to conquer.
Business regulations are not coherent throughout the states but a large field of federal, state,
and local rules. An operation that is entirely permissible in Texas may require a different set
of licenses in California. The regulatory environment consists of multiple different federal

and local agencies on multiple fields of business and regulatory framework.

While the list of regulations may appear overwhelming, the good news is that they are
generally manageable with due diligence and professional guidance. Since different laws
and regulations are highly state and industry specific, this study will only be focussing on

confectionary market and exporting goods into the US and the regulatory field on this sector.

3.1.2 The US Law and Policy

Understanding how the US Government works is crucial for businesses who are looking to
succeed in the market. The government operations in the US differs a lot from the rest of the
world. The US Government is made of three branches: The Legislative Branch, The
Executive Branch and The Judiciary Branch. The Legislative Branch being made of
Congress and the Senate. The Executive Branch out of Executive Office of the President and
other Federal agencies. The Judiciary Branch out of the Supreme Court, Federal Appellate
and District Courts. (US Department of Health & Human Services, 2018) At the core of the
US legal system is the principle of checks and balances. No branch can take unchecked
actions, and all actions must align with the Constitution. Laws must pass constitutional
muster, regulations have to be consistent with laws, and treaties must be ratified and comply
with US law. Understanding the types of legal instruments available is crucial for businesses.
When Congress passes legislation and the President signs it into law, it becomes a governing
framework that outlines what one can or cannot do. These laws may range from prescribing
federal crimes to dictating what specific agencies must accomplish. These laws serve as the
basis for further regulations and guidelines. Once a law is in place, federal agencies are often
tasked with implementing it. This is where regulations come in. They provide the details of
how the law should be applied and who it applies to. (US Department of Health & Human
Services, 2018)
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3.1.3 Tax System

The Internal Revenue Code is the basic law of the federal income tax which is then
implemented by the Treasury Department and the Internal Revenue Service (IRS). The IRS
issues the regulations and administers and enforces federal tax laws. The IRS is also
responsible for collecting taxes. (RSM, 2019 p. 13-25) The US citizens in most of the states
are taxed through progressive income tax that varies from 10 percent up to 37 percent
regarding one’s income level. Some states still use flat income tax rate. The federal corporate
income tax is 21 percent plus the states have their own marginals on top, ranging from 2.5
percent up to 11.5 percent in 2022 (Watson, 2022). The corporate income tax generally
applies for C corporations, meaning the regular companies. Noncorporate S corporations
pass their taxable income to its shareholders, who pay the taxes according to individual tax
rates. (Sherlock and Marples, 2022 p.14) The US have 10.000 tax jurisdictions, which can
charge a tax. Federal, state and local tax collectors are separate entities and for example

federal agencies cannot interfere with state taxation. (RSM, 2019 p. 13-25)

Individual income tax generated the most revenue with over 2 trillion US dollars in 2022.
Following on with payroll taxes with over 1.3 trillion US dollars and corporate income taxes

with over 370 billion US dollars. (Sherlock and Marples, 2022 p. 5)

3.1.4 Business culture

Causadias (2020) describes culture as a dynamic system that is created by the people, places
and practises. Culture is created by people in the acts that they do daily, and the shared way
of working makes the culture. Culture is very complex subject, and it has many different
parts that make up to it. Culture can also be seen as behavioural patterns that can be seen
moving through generations. The place also defines the culture, the environment that people
are born in is big factor in shaping the culture. This includes the political structure, schools,
homes and public areas. Practices is the final factor that Causadias (2020) discusses, and it
refers to the community engagement. The dynamics that people have with each other and
the action they take. Recognizing the triad of people, places, and practices isn't just an
academic exercise; it's a blueprint for understanding the intricate network of assumptions,
expectations, and behaviours in the American business world. It tells us that a company's

culture isn't an isolated phenomenon but a microcosm reflecting broader societal elements.
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According to Szkudlarek er al. (2020) communication is one of the core elements in
international business environment. The right communication can be the key element in
succeeding in the US market. Generally, Americans are known from their small talks and
extroverted nature. Understanding the business culture is crucial in international business
environment. There can be major and even minor little thing that need to be considered that
make the most difference in the business communication in other cultures. We are exploring
the culture differences through European eyes to the US. The United States is one of the
world’s most diverse countries where approximately 75 percent of the population is from
European inheritance, 12 percent African American, 9 percent Latinos and 3 percent from
the rest of the world (Engel, Peterson. 2001 p. 9-11). Also, different regions have their own
cultural differences. The US can be easily divided into the Northeast, South, Midwest, West
and East and of course Alaska and Hawaii being totally separated from the lot. (Engel,
Peterson. 2001 p. 31-34) Defining the cultural aspects in the whole United States is an
impossible task to fit in this paper. Understanding the facts that the US has many different
cultures mixed up together and doing business there need understanding of many different
cultures. There can be Mexican, Chinese, Italian or any store owner in the same city within
the same store chain who everyone has their own cultural background that need to be

considered when doing business with them.

3.2 Current status

In 2020 the US economy had one of its history’s sharpest downfalls hence Covid-19
pandemic. The economy since has been recovering steadily and even outperforming other
major countries. In 2022 the US GDP increased 2.1 percent after 2021 being 5.9 percent.
Inflation was 6.5 percent at the end of 2022. The Federal Reserve System (FED) raised
interest rates seven times during the year, fighting against the inflation. Unemployment rates
stayed at the record low numbers with a rate of 3.5 percent at the end of 2022. The US trade
deficit had a 3.9 percent increase from 2021 reaching almost 950 billion dollars higher
import than export. (BEA, 2023 p. 1-21) As of mid 2023 the real GDP has been expanding
with an estimated 2.0 to 2.4% annualized pace but is expected to slow down when coming
into 2024. FED has been raising interest rates since March 2022 reaching 5.25-5.5 target
range. (Chambless, 2023; Nostrand, 2023) Generally, the US economy has a strong solid

base. Biden-Harris Administration has done markable investments into lowering the costs
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and strengthening the economy after the pandemics hard time for the economy, says

Nostrand (2023).

The recent presidential era has been significant for the US economy in the means of
environmental acts. In January of 1970, President Richard Nixon signed The National
Environmental Policy Act (NEPA) into law. NEPA is a foundation to US environmental law
and its main purpose is to ensure that federal agencies consider the environmental impacts
before acting. The Council on Environmental Quality (CEQ) was established by the
president’s office to guide NEPA’s implementation. (CEQ, 2023) President Joe Biden signed
The Inflation Reduction Act (IRA) in 2022, which is considered the largest climate act in
the US History. The main goals of the IRA are to decrease deficit, reduce inflation, invest in
energy production and manufacturing, and reduce carbon emissions by 40 percent by 2030.
(Nostrand and Feiveson, 2023) The IRA is providing close to 370 billion US dollars in in
investments to provide lower energy costs, researching clean energy solutions and to create
new jobs for workers. With the ambitious gaols to reach net zero emissions by 2050 and 100
percent carbon pollution free electricity by 2035, the IRA is investing billions of dollars into
clean energy technologies and innovations. (Podesta, 2023 p. 5-9) The US Environmental
Protection Agency (EPA) is one of the biggest players in regards of making the IRA possible
and they have received markable funding from the IRA. EPA is key player in the US
environmental policy making field. It is working with many projects regarding the IRA.
(Podesta, 2023 p. 10-22) All industrial facilities in the US must follow with environmental
protection laws that limit emission, chemical and radiation sources and regulate waste

disposal (RSM, 2019 p. 6).

3.3 Confectionary market

Getting exact information about the US confectionery market size turned out to be quite
challenging. There is plenty of research firms offering their data with remarkable differences
in basic results. This might be for the lack of public information available in the market from
the companies themselves. Many manufacturers in the US tend to be operating in various
market fields for example preserved pastry and biscuits. This makes it more difficult to have
exact data on their confectionery sales since many companies do not have obligations to
release their specific information. The United States is highly important market for many

European confectionery manufacturers too. Europe exports over 60% of its confectionery



21

production with the three biggest destinations being The United States, Russia and Australia
(Ryzhakova & Babina, 2017).

The confectionery market is divided into sugar confectionery and flour-based confectionery.
High sugar products like chocolate and licorice are under the sugar confectionery category.
According to Statista (2023), The US confectionery market has the highest revenue in the
word with astonishing 191 billion dollars in 2023. The market is expected to grow annually
by 2.68% GAGR. Revenue per person is expected to reach $574.60 in 2023. There are nearly
1,300 manufacturing facilities in all the states in 2019. (Wilson, 2019) The US confectionery
market is highly dominated by big players, Mars and Hershey being the two biggest holding
over 45 percent of the market share together (Wunsch, 2023).

3.4 Importing into the United States

The United States is the biggest trading partner for the EU with bilateral trade of over 500
billion euro in 2021. The whole transatlantic trade peaked in 2021 with 1.2 trillion euro.
(European Commission, 2023a) Even though the US is the biggest trading partner for the
EU, they do not have a free trade agreement. The Transatlantic Trade and Investment
Partnership (TTIP) negotiations were closed in 2019 without an agreement. (European
Commission, 2023b) In 2021 the EU and the US launched an EU-US Trade and Technology
Council (TTC) at a summit in Brussels. The TTC is a forum to help and expand transatlantic
cooperation’s and trade. (European Commission, 2021) Regardless of the lack of free trade
agreements between the US and EU, the trade between them is ginormous and individual

companies need to go through a strict process when importing into the United States.

To avoid problems and inconveniences in the import process to the US, importers must have
comprehensive understanding of the US agencies that regulate and inspect international
trade. The import process involves multiple different entities that have their own
requirements, which can deny the entry of goods if importers do not meet with the
requirements in time. US Customs and Border Protection (CBP) is a federal agency that was
established back in 2003 as a merge of multiple former agencies. Those were Customs
Service, Immigration and Naturalization Service, Border Patrol and Animal and Plant Health
Inspection Service. CBP acts under the Department of Homeland Security (DHS). It is the
main border enforcement agency in the US, being responsible of regulating, controlling and

facilitating border protection of the country. CBP’s main goal is to facilitate foreign trade.
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After September 2001 incident the US Congress has developed their security measures and
the CBP is today the operating agency responsible for import security and preventing
terrorist attacks. For importers CBP is helpful partner that assures safe shipments and smoot
flow of trade through the US ports of entries (POEs). Trade facilitation and import security
are difficult topics to combine, since the other requires the ease of trade and fast flow of
imports where the other need thorough security checks which often slows down the flow of
trade. This is why CBP has developed a method to categorizes importers into higher or lower
risk pools and focuses security measure for the higher risk category importers. Lower risk
category importers in the other hand receives speedups in their import process. This system
requires extensive screening of the importers that start even before the goods come to the

POEs and continues post-entry. (CBP, 2006 p. 11-25; Jones and Rosenblum, 2013 p. 5-25)

The US import process can be divided into three parts: Pre-entry, Entry and Post-entry (Jones
and Rosenblum, 2013 p. 22). Prior to entry importers are required to file paperwork and
provide cargo information. Importers then go through risk screening and some goods need
to go through security scanning and inspection upon arrival to the US POE. When goods are
received at the POE, importers need to file entry documents and some good can go through
additional scanning and inspections. After receiving green light at the POE, the goods are
released, and importers are required to file entry summary documents. These are made for
CBP to create assessments for taxes, fees and duties this process in called liquidation and is
done within a year after entry of goods. Some cases the post-entry process includes
additional investigations, and the importers are required to submit additional information

and statements. (CBP, 2006; Jones and Rosenblum, 2013 p. 5-25)

The CBP also does close collaboration with the tax officers. Internal Revenue Code is the
main law of the federal taxation which is then implemented by the Treasury Department and
the Internal Revenue Service (IRS). The IRS issues the regulations and administers and
enforces federal tax laws. The IRS is also responsible for collecting taxes. (RSM, 2019) The
CBP requires businesses trying to import goods into the country to have IRS business
registration number, which businesses need to apply for with a form from the IRS (CBP,
2023). The IRS also regulates and monitor income taxes. For importers it can be beneficial
to understand the basic taxation facts as a general knowledge about the market. The US
citizens in most of the states are taxed through progressive income tax that varies from 10

percent up to 37 percent regarding one’s income level, but still some states use flat income
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tax rate. The federal corporate income tax is 21 percent plus the states have their own
marginals on top, ranging from 2.5 percent up to 11.5 percent in 2022. (Watson, 2022) The
corporate income tax generally applies for C corporations, meaning the regular companies.
Noncorporate S corporations pass their taxable income to its shareholders, who pay the taxes
according to individual tax rates. (Sherlock and Marples, 2022) The US have thousands of
different tax jurisdictions, which can charge a tax. Federal, state and local tax collectors are
separate entities and for example federal agencies cannot interfere with state taxation. (RSM,
2019 p. 13-25) Individual income tax generated the most revenue with over 2 trillion US
dollars in 2022. Following on with payroll taxes with over 1.3 trillion US dollars and

corporate income taxes with over 370 billion US dollars. (Sherlock and Marples, 2022 p. 5)

There are also many different federal and state agencies that regulate the markets in their
own fields. As of this research case, what is the most important federal agency, is the FDA,
US Food and Drug Administration. FDA is under Department of Health and Human
Services, and it regulates the import and marketing of food, drugs and cosmetics, which need
to go through inspection at entering the US. Their main goal is that all manufacturers and
importers follow their regulations and good manufacturing practises. (RSM, 2019) FDA has
strong regulations for food producers about packaging, ingredient statements, colour
additives, advertising, allergen declaration etc. The regulations are complicated and should
be thoroughly assessed before trying to import goods into the US. (ESHA Research, 2022)
FDA is the regulator for Federal Food, Drug, and Cosmetic Act. This act prohibits various
misleading and unsafe procedure that importers might have. These can include misleading
labelling, nutrition statements, unapproved pharmaceuticals and substances and other unsafe
products. Products that are under FDA’s regulations are due to inspection at the time of
entry. Products are forced to comply with FDA regulations or else they are destroyed or re-
exported. (CBP, 2006) To help FDA with their goals in improving food safety, the Food
Safety Modernization Act (FSMA) was signed into law in 2011. The FSMA was made for
FDA to have better control and authority to regulate food products and it is mainly focussed
on preventing food safety problems in the US, but one of their four rules is to improve safety
of imported food. These regulation impact mostly the small businesses since they have less
experience and resources in meeting the requirements. (Grover et al., 2016 p. 15) In general,
the FSMA and FDA rules and regulations apply to foreign companies as well. This is made
sure by the Foreign Supplier Verification Programs (FSVP). The FSVP requires importers

to verify that their products are within FDA safety standards and production safety measure,
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within the FSVP regulations. Foreign companies need to follow same requirements in in

order to be applicable to import into the US (FDA, 2018)
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4 RESEARCH METHODOLOGY AND DATA COLLECTION

This study utilized a case study approach, as it was commissioned by a company, which
aligns logically with the study's structure. Case studies are commonly used in business
studies. Case studies can be done as itself or as a part of larger mixed methods study. (Yin,
2009 p. 5) This thesis is mainly mixed methods study since it utilizes multiple different
methods to analyse available data. According to Yin (2009 p. 14-15) case study needs to
report all findings fairly and be careful not to have biased views. Furthermore, Yin also
discusses how case studies can easily shift away from scientific generalization. All of these

will need acknowledgement throughout the research.

This research utilizes primary and secondary data to conduct comprehensive outlook of the
US market with relevant information about various topics and to define consumer and market
needs in favour of strategically analyse which strategies would work in this specific case.
Additionally the case company provided data from individual interviews, two consumer
focus groups and a conjoint analysis on a consumer survey. The consumer survey consisted
of 244 responses to a custom questionnaire designed by UCLA student group who
participated in 2022 for Kouvolan Lakritsi internationalization project in UCLA Gap project.
Sawtooth software was utilized to convert the raw inputs of the questionnaire into insights
regarding consumer preferences for specific black licorice attributes and packaging options.
It also provided key demographic insights that translated into valuable consumer
segmentation profiles. The survey examined past consumer behaviour including when black
licorice was last consumed, as well as overall candy preferences and purchasing habits. This
data will be further analysed in the next chapter. Some results of this survey are confidential

and are not included in the scope of this report.

The UCLA student group conducted two focus groups to further define consumer perception
of Kouvolan Lakritsi’s product, branding, and packaging. The first was conducted on Zoom
and consisted of five men and women recruited online from the social media site Reddit.
Participants were vetted to ensure they had consumed black licorice at least once in the
previous 6 months, though they were not necessarily avid licorice consumers. They were

geographically spread across the country, located in California, Arizona, Kansas, and New
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York. The second focus group was conducted in person and consisted of five people living
in Southern California. The affinity of this group for black licorice ranged from enthusiasm
to dislike, an intentional feature of the recruitment. The goal of this focus group was to get
the perspectives of licorice consumers, as well as those who fall outside of the Americans

who enjoy black licorice.

This secondary data is analyzed to define thorough understanding of consumer bahaviour in
the US market. Together the existing literature, analyzing past case studies, and studying the
data, we can gain a deep understanding of the US market and the key factors involved in

creating an international expansion plan for a small licorice company.

4.1 Conjoint analysis

The consumer survey was further analysed with a conjoint analysis. Purpose of the conjoint
analysis was to identify consumer groups and predict their behaviour. Conjoint analysis is
an analytical tool to predicting consumers reactions to new products. There are four types of
conjoint analysis. Traditional conjoint analysis (CA) collects preferences for product profiles
described by selected attributes, decomposing them into attribute-specific partworth
functions. Newer methods include choice-based conjoint methods (CBCA or CBC), which
use stated choices, and adaptive conjoint analysis (ACA), combining self-explicated tasks
with preference ratings for tailored profiles. Compositional approaches estimate preferences
from judged component values. These methods have varying theoretical foundations, with
CA rooted in measurement theory, choice-based methods in behavioural theory, and self-
explicated methods in attitude formation models. (Rao, 2014 p. 5-7, 19). Traditional conjoint
analysis faces challenges in predicting consumer choices accurately. Traditional methods
rely on product judgments rather than actual choices of consumption. Choice-based
simulations are often built on shaky assumptions about consumer behaviour. Experimental
choice conjoint analysis addresses these issues by directly capturing consumer decisions,
making it increasingly popular in academia and industry. Huge increase in conjoint analysis
popularity has brought many analysis tool softwares to the market. These softwares can lead
to misuse, since they do not require thorough understand of methodology. (Jaeger et.al. 2001,

p. 1217-1239)

Conjoint analysis process begins with defining the problem and the goals of the study. After

choosing the right problems comes choosing attributes and product profiles, creating a
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survey, and collecting data through methods like interviews and surveys. After that, data is
analyzed using conjoint models to estimate preferences for different features and inform
decisions like market segmentation, product design, pricing, and market simulation to

explore various scenarios. (Rao, 2014 p. 38-44)
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5 DATA ANALYSIS

This chapter will go through the data analysis that was made from the data given from
Kouvolan Lakritsi that was done by a team in UCLA Anderson as part of a GAP project that
Kouvolan Lakritsi participated in 2022. The data in conducted into three parts; consumer
survey, individual interviews and focus group analysis. Consumer survey was used in
conjoint analysis to get information about the consumer focus group. Individual interviews
were the most important data that was used in all export strategy identification and in general
to understand the market field better. Focus groups were only used as an additional
knowledge when identifying the export strategy since they did not reveal any significant
data.

5.1 Consumer survey

Consumer survey that totaled 244 responds was conducted in order to identify customer
segmentation of regular candy consumer in the US market. The survey consisted of various
attributes that measured consumers’ willingness to pay, packaging preferences and regional
manufacturing preferences. Focus of the survey was especially black licorice since that is
the flagship product of Kouvolan Lakritsi. The survey started with recency, frequency and
monetary value (RFM) analysis. RFM analysis is a method to predict customer behavior that
is mainly used for customer segmentation (Delval, 2023). Conjoint analysis was used to
identify buyers’ preferences purchase and buying location based on the RFM analysis
segment groups. The questions used were about black and red licorice and other candies as
well. The survey followed up with questions about black licorice preferences and the
frequency of consumption. This followed up with conjoint section where responder got to

choose from different alternative options which are showed in Table 1 below.

Table 1. Conjoint analysis attributes

Attributes ¥ | Optionl v | Option2 v | Option3 v | Option4 v
Price $8,00 $10,00 $12,00

Liquorice type American Australian Dutch Scandinavian

Made with real liquorice Yes No

Consistency Soft Firm

Vegan Yes No

Packaging Bagged Candy Glass Jar with Black Lid  Glass Jar with Wood Lid  Black Resealable Bag
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The survey randomized these specific attributes, and the responders were asked to choose
from three different options. These options were made to identify multiple things about the
customer preferences. Firstly, this section analyses willingness to pay by three different price
points. With the price we can also identify if certain other attributes are viewed valuable.
Consumers who still choose higher price point must value some attributes that it has even
though it is more expensive. Licorice type was chosen to be the four most common licorice
manufacturing countries; American, Australian, Dutch and Scandinavian. Scandinavian was
chosen since it was found out that many consumers in the US recognize Scandinavian as one
rather than countries. In the US, Finland is mainly recognized as Scandinavian country even
though it is not geographically. Attributes of consistency, veganism, and usage of real
liquorcie, were analyzed to recognize if the willingness to pay changes when these attributes
were used or not. Since Kouvolan Lakritsi products are made with real licorice, are vegan
and soft (appendix 1) it was important to recognize if these were important to the American
customer. Lastly the packaging used the most common alternatives that brands use in high-
to low price point products. Figure 5 below showcases the distribution of respondents’

feelings towards black licorice.

Feeligs towards black liquorcie

= Eat when no other options = Hate it Never tried it

Favorite = |'d rather not = Occasional

Figure 5. Feelings towards black licorice.

Categories: ‘favorite’ and ‘eat when no other options’ were counted towards consumer
preferences towards black licorice which made up 22 percent of respondents. Those who
chose ‘Occasional’ did not have specific interest in black licorice neither disliked it. These

responders were likely not to buy it from the store either. Only 5 percent had never tried
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black licorice before. The feeling towards black licorice is quite evenly divided.
Recognizably, 48 percent answered either ‘Hate it” or ‘I’d rather not’. This can be concluded
that half of the respondents do not like black licorice at all. Also, notably 13 percent chose
it as their favorite candy. The frequency of consuming black licorice was measured by simple

question that when was the last time they ate black licorice.

Last time ate black liquorice

m 2-6 months ago = Over 6 months ago = Idk/never Last month = Last week

Figure 6. Last time ate black licorice.

Figure 6 identifies an impressive 46 percent of the respondents reported partaking in black
licorice within the span of a month. This level of frequency can be classified as a moderately
regular consumption pattern. These results also can be divided almost evenly into two
categories with other side being those who consume black licorice quite frequently (within
a mont) and those who do not (over 2 months to never). Excatly same amount of 13 percent
consumed licorice within a week and also black licorice being their favorite candy. These

results go strictly hand in hand.

Finally the survey collected demographical data to help identify different customer segments
and buyer types. There was significant difference in age distribution within the respondents

as shown in Figure 7.
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Age
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Figure 7. Age

Out of all 244 respondents 164 were under 30 years of age but only 80 were over 30 years
old. According to an interview X with Kouvolan Lakritsi sales representative most of their
customers are over 30 years old who have more matured taste. It needs to be acknowledged
that there can be misleading results in the study because of the distribution of the scope of
responders. The result of the study takes this into consideration when conducting the final
assessment of the US market. Consumer profiling from the survey did not reveal any

significant demographical segmentation for age, sex or race.

Figure 8 showcases the distribution of where the respondents were from with a significant

majority being from the West Coast.

Current Region
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Figure 8. Current Region

Most of the responders were from California area hence the fact that the survey was operated
by the students at UCLA Anderson School of Management which is in Los Angeles
California. Many respondents were other students so the results of the survey can be a little

imbalance and do not showcase the whole US market but mainly the state of California.

5.2 Individual interviews

The research by UCLA Gap team included 90 individual interviews. These interviews are
most valuable data considered assessing the final export strategy. The interviews were done
in various methods but over half in-person. Notably 76,7 percent of the interviewee locations
were from California. This is significant amount that is only used to represent the Californian
market. There is still same attributes identified that can be used in every state. The actual
content of every interview is redacted from this research for classification reasons. Each

interview however is shown on Appendix 2 with redacted data.

Existing Customer Interview type
1% KL Employee

3%

Potential Competitor
11% Industry Expert
20 %
Existing Competitior
1%

Potential Partner
28 %

Figure 9. Interview type.

Figure 9 shows that over half of the interview were by potential customers and potential
partners. Potential partners included mainly small store owners. Most valuably the potential
partners included some potential distribution partners and importing companies who had
very specific data about everything regard to importing and operating in the US. KL
Employee’s are the employees of Kouvolan Lakritsi, who were interviewed to understand

the current state of the company. Industry experts were working in all kinds of grocery
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industries but mainly candy related. These are very valuable insight on what the stores want
and how the business is done in the US. These are also valuable to identify the challenges
and opportunities of the market. Potential competitors included mainly stores that already

sell sone other import candies.

Most important finding in the individual interview were about the whole structure of the
Californian confectionery market. The sales channels of black licorice exists within
California as boutique candy shops but store keeping units (SKU) options in retail fronts are
mostly controlled by candy distributors, importers and brokers. The market is dictated by
placement of the products in importer and distribution company’s sales catalogs, as it enables
retailers to choose their product for resale in their storefront. In the interviews it was clearly
noticeable that distributors and retailers are interested in brand specific luxury packaging to
justify premium price. Boutique candy stores that offer a craft selection of black licorice,
chose branded, packaged products offered through an importer or distributor as the primary
sales channel through which an importer partnership can support volume, logistics, industry
value chain, closer to the distributor/importer level rather than directly at the B2C level at

retailers.

5.3 Consumer segmentation

Consumer segmentation was done with conjoint analysis. The goal was to recognize
different consumer groups and which product attributes were most preferred in each
consumer segment. Consumer survey stated that 98% of the 244 respondents had an affinity
towards candy, though only 22% had a taste for black licorice. This affinity comprised a
range of responses, from respondents indicating that black licorice was their favorite candy
to an admission that they would consume it only when available. Price, packaging, and
product origin were important attributes in determining black licorice product selection for
consumers that did have an affinity for black licorice. Red licorice preference also had a
positive correlation to black licorice preference. Consumers were identified into four

segments by conjoint analysis from the survey that are identified in Figure 10 below.
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( SEGMENT 1 \ / SEGMENT 2 \ / SEGMENT 3 \ / SEGMENT 4 \

Regularly consumes black
and red liquorice Preferse American Biggest concern is Price sensitive
product over anything packaging
Highest willingness to pay else Do not like black liquorcie
Most have never tried or
Mostly prefers Appreciates vegan are impartial to black
Scandinavian products attribute liquorice

Preferes luxury packaging \ /

Figure 10. Consumer Segmentation

Figure 10 has consumer segments in order from one to four with first having the most interest

in black licorice while the four having the least. Each segment is opened thoroughly below.
Segment 1

This consumer segment contained the largest group of consumers who consumed both red
and black licorice regularly. Of the four segments, it contained the highest willingness to
pay when surveyed against price points between $16 per pound ($35 per kilogram) $24 per
pound ($53 per kilogram), as well as the highest preference for luxury packaging. These
consumers also preferred Scandinavian products to other options including American,
Australian, and Dutch product offerings. While stark demographic details of the consumer
group did not appear, race was statistically significant with 73% identifying as Caucasian
and the highest ratio of respondents with European and Australian countries of origin. This
segment represents Kouvolan Lakritsi’s target customers, and their preferences for quality
packaging and Scandinavian origin must be taken into account in any market entry strategy

the company creates.
Segment 2

This consumer segment contained the second largest group of consumers who consumed
both black and red licorice. This group of consumers had a significant affinity towards
American-made licorice products and minimal preference toward quality of ingredients,
including whether or not the product was made with real licorice root. During analysis, this
consumer segment also showed preference toward vegan designated licorice products. These
data points correlate with the product attributes offered by American gourmet licorice brands
tailored to the US market such as Wiley Wallaby and Gimbals, as well as mass market brands

such as Twizzlers and Red Vines.
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Segment 3

This consumer segment contained the largest group of consumers that have not tried black
licorice. During the conjoint selection of the survey, these consumers showed the highest
preference for packaging with a strong reaction to luxury packaged products. Demographic
representation showed the highest percentage of Asian surveyors fell into this segment with

15% growing up in Asia. This segment had high preference for packaging affinity.
Segment 4

This consumer segment showed high price sensitivity and strong feelings against black
licorice. Within this segment, 76% of respondents indicated that they “hate” black licorice
and showed the strongest dislike of red licorice as well. As a result, most attributes within
the conjoint analysis resulted in a “None” selection, which did not yield any preference
toward ingredients, region of manufacturing, and packaging. The size of this consumer
segment drives home the significant differences in tastes and preferences between Finnish
and US consumers, and the fact that purely black licorice offerings are by definition niche

products in the US market.
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6 DISCUSSION

Export strategy is multidimensional complex that needs to account various aspects into it.
As seen before Kouvolan Lakritsi will need to use focus differentiation strategy. In focus
differentiation the most important factors were finding the right focus group and how to
differentiate the product and brand from the competition. Four different target segments were
identified above based on the survey conjoint analysis. Segment 1 will be used as the focus
group for this strategy since they are the most suitable customers. This chapter will go
through the market segmentation and competitor analysis. After the market is segmented it
needs to be assessed that what are now Kouvolan Lakritsi’s competitive advantages to from
the differentiation can be found. Before diving into the actual strategy identification, one
other case example will be shortly analyzed of an Australian competitor, Darrell Lea. Final

chapters will discuss the export strategy and the mitigation into Kouvolan Lakritsi.

6.1 Market segmentation

The US licorice market is mostly dominated by red licorice brands like Twizzlers, Red Vines
and Good & Plenty. These are identified as mass market brands that are indirect competitors
and outside of this researches scope. Companies with mostly black licorice offerings are the
direct competitors. These brands are listed and analysed thoroughly in Appendix 1 about the
main attributes from price, packaging to ingredients and other. Figure 11 shows the market

segmentations into mass market and gourmet brands.
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Mass Market Brands Gourmet Brands
Mostly Red Licorice — Indirect Competition Mostly Black Licorice — Direct Competition
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Figure 11: Licorice market segments.

Gourmet brands that were mostly identified as main competitors are in the Figure 11 left
side listed: Wiley Wallaby, Lakrids by Biilow, Trader Joe’s, Katjes, Darrell Lea, Fazer, RJ’s,
Panda, YumEarth and Gimbal’s. Notably there are two Finnish brands, Fazer and Panda,
who are already operating in the US market. Most of these brands are between price points
$5.00 to $15.00 per pound. Figure 12 below showcases how the gourmet segment was further
split into subsegments; bargain gourmet, premium gourmet and ultra premium gourmet,

based on the price ranges.
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Figure 12. Licorice market segmentation

Figure 12 showcases the most prominent brands from the gourmet market segment and
arranges them by price on the x-axis, and availability on the y-axis. Availability was defined
as essentially the ubiquity of these products across various retail channels; in other words,
the level of likelihood that a consumer will encounter any given brand during the course of
their day-to-day activities, whether in-person or online. The values assigned for this were
subjective but grounded in the team’s observations while conducting market research. For
reference, Trader Joe’s brand and Willey Wallaby both occupy a similar price point around
$5.00 per pound, leading to a nearly parallel placement on the x-axis. However, Trader Joe’s
is only available at that company’s grocery store locations, while Wiley Wallaby is sold at
most major retailers, both brick-and-mortar and online, hence the much higher placement on
the y-axis. Kouvolan Lakritsi would occupy the higher end of the premium gourmet segment,
with its most direct competition comprised of other European imports (Panda, Fazer,
Gustaf’s) as well as other offerings centered on organic, gluten free, or all natural ingredients

(Yum Earth, Gimbal’s, and RJs) (Appendix 1).

International brands are segmented into European and Australian style brands. European
licorice brands in Figure 13 from left to right; Katjes, Panda, Gustaf’s, Fazer, Lakrids by
Biilow and Lakritsfabriken (Appendix 1).
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Figure 13. European licorice brands (Appendix 1)

The European imports within the gourmet licorice segment are most commonly found in
independent small retailers such as specialty candy shops, gift shops, and some larger
specialty retailers such as World Market, an American chain of specialty import retail stores.
This sales channel represents hundreds of separate business entities across the country.
Panda was the only European brand observed for sale in large national retailers such as
Walmart. Katjes gummy candies are sold in large chains such as Walgreens, though its black

licorice is not.
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Figure 14. Australian and New Zealand style licorice brands (Appendix 1)

Figure 14 shows Australian and New Zealand style licorice brands from left to right; Darrell
Lea, Wiley Wallaby, Trader Joe’s and RJ’s (Appendix 1). These two segments contain the

biggest international competitors for Kouvolan Lakritsi.

According to various interview with store owners and distributors, the non-European
premium gourmet brands such as RJs, Yum Earth, and Gimbals are normally offered in many
of the same locations as European imports. RJs and Yum Earth are also more commonly
carried in major retailers such as Target and Walmart, as well as many smaller regional

chains such as Beall’s and Menards, hence their higher positions on the y-axis of Figure 12.

In general, Australian and New Zealand brands are the most widely available and have the
highest brand recognition within the gourmet licorice segment. All carry numerous flavor
offerings in addition to original black licorice. Varied flavor offerings appear to be a
prerequisite to even enter big-box retailers and large supermarket chains. Offering additional
flavors to traditional black licorice, especially complimentary red licorice, is something that

all non-European brands do in the US market.
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Key point to carry out about the markets competitiveness is about the fact that Kouvolan
Lakritsi does not only compete with other black licorice brands but other candies and
confectioneries too. Only consumers who are literal black licorice fans go deeper into finding

the best brands out there.

6.2 Kouvolan Lakritsi competitive advantages

To understand Kouvolan Lakritsi’s competitive advantages Porter’s value chain shown in
Figure 2 above is assessed. Buyers value chain is the most important to understand what the
customers want. Here are two types of buyers: distribution partners and consumers. To reach
consumers the products need to get into the store fronts where people get to buy them. As
show in interview results before, consumers buy licorice mostly as an impulse buy together
with grocery shopping. Distributors control the SKUs to get into the store fronts, so their
value chain need further research. According to various interviews with potential distribution
partners the key question is about the fit to their product catalog. They are mostly willing to
carry new products into the market but there are many boxes to check before it is possible.
Licorice is generally consumed by older population (45+ years). The product needs to meet
the needs, have the right price and enough shelf life left when they get into the stores. In

general, what sells to the customers is what the distributors want to sell too.

Consumers’ value chains are assessed by the interviews and the survey. Consumers
recognize that black licorice is mainly an impulse buy in physical stores. These stores often
sell multiple different offerings and differentiating can be hard. From the analysis of
numerous individual interviews and consumer surveys, it has come up that American
consumers place significant value on the origin of a product, its sustainability, the quality of
its ingredients, and tradition. To ensure the success of Kouvolan Lakritsi brand in the United
States, it is important to craft a value proposition that resonates with American consumer
preferences and to identify a unique selling proposition that sets the brand apart from rivals

in these aspects.

From Porter’s generic strategies in Figure 1 the only viable option for Kouvolan Lakritsi is
differentiation focus. Kouvolan Lakritsi cannot compete with the price leadership and the
market field is rather narrow than broad so there is only one option left which is the
Differentiation focus. This leaves us at defining the right niche group to focus for. We have

identified four different consumer segments by consumer survey. Segment 1 International



41

black licorice lover above is the focus group to be targeted. According to multiple individual
interviews with potential distribution partners, a new licorice brand getting into the US
market should not come without differentiating attributes. The theory aligns with the

research results strongly about this.

Segment 1 had the most preference towards luxury packaging. Appendix 1 packaging section
indicates that Kouvolan Lakritsi is behind other competitors regards of the viewed quality
by consumers. Kouvolan Lakritsi does not have any packaging attributes that the consumers
valued in interviews, such as resealable or standalone package. Plastic bag is mostly seen as
cheap. In the other hand Kouvolan Lakritsi has many good product-based attributes such as
no high fructose corn syrup, palm oil free, vegan, and carbon neutral, which none are shown
in the packaging. For example, Trader Joe’s is the only competitor that does not use harmful
palm oil in their black licorice. (Appendix 1) Sustainability and quality ingredients were also

found to be key attribute for consumers based on the interviews and survey.

In its home market of Finland, Kouvolan Lakritsi brand has established its differentiation
through superior flavor and freshness. The logistical complexities associated with
transatlantic freight, national distribution within the US, and maintaining product shelf life
may affect the ability to sustain these differentiating elements at the same level in the
American market. Therefore, the brand must undertake a concerted effort to build
recognition in the US for its superior taste and quality, this task starts from square one. This
necessitates a serious commitment to marketing initiatives, commencing from the product
packaging itself. Additionally, key differentiating aspect that the target consumer segment
values, is the packaging. Now Kouvolan Lakritsi products do not have competitive
advantage based on their packaging. Serious rebranding for the US market is needed to
achieve competitive advantage. In this case, rebranding is strongly needed as part of export
strategy creation. Packaging needs to resonate the positive attributes that Kouvolan Lakritsi

carries themselves.

6.3 Export strategy identification

The task of identifying an effective export strategy is far from straightforward hence the
complexity and diversity of the United States markets. Here is identified all the attributes
and variabilities that go into strategy identification for the case company. Most important

factor is the rule out option that are not possible in this case. the goal is to formulate a robust
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export strategy that not only aligns with the company's overarching objectives but also
resonates with the nuances of the US market. The following chapters will dive deeper into
the various attributes and variabilities that underpin this intricate process of strategy

identification.

6.3.1 Distribution partners

Form various interviews and market research it has become clear that Kouvolan Lakritsi
should start the internationalisation process in the US with regular export to get proof of
concept done for their products and brand with such a different market that they have in
homeland of Finland. Export value chain relies heavily in distribution partners since they are
the most important players in the total value chain when getting the product in to the US

market.

As discussed before the US distributors control most of the SKUs in the whole market and
store owners are not willing to buy products outside distributor catalogs. We can also verify
that licorice market, in general, is global. With various international brands represented in
the US market and distributors willing to carry out international brands int their catalogs, the
industry is considered global. Then looking back into Figure 4 and Solbergs nine strategic
windows, for company that is adolescent in international markets and the market is global,
we are left with seeking global alliances. The theory matches with the research interviews
done with store owners and potential distribution partners that the best chance of getting into
the market is through strategic partners. Kouvolan Lakritsi also being a small company, there
are big challenges in distribution if done alone hence the amount of recourses needed.
According to interviews with potential distribution partners doing distribution inhouse is
basically impossible for small businesses. This does not mean that Kouvolan Lakritsi should
not do direct export with some customers if the costs are reasonable. In the big picture this
just is not the option to scale up the business. Kouvolan Lakritsi’s biggest task is to find a
good distribution channels that handle warehousing and transportation of products to the
stores. Interviews with distributors and importers revealed that there are multiple different

aspects that need to be considered when choosing the distribution channels.

The US confectionery market is complex when it comes to distribution channels. Interviews
and additional market research revealed that there are importers, distributors, wholesalers

and brokers. There are multiple different variations of value chains for company to choose
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to match theirs. Importers are intermediaries for foreign manufacturers and the US market
in general. Importers usually buy products overseas and own their outright in the US.
Importers are usually big companies that have their own marketing and distribution teams
or they work with brokers or distributors. Importers are great option as a do everything

solution, but they often require exclusive rights which ties the hands of manufacturer.

Importers usually work closely with distributors if they don’t have inhouse distribution
channels. Distributors in the other hand can be divided into three tiers. Tier 1 distributors are
big nation-wide companies that operate in every state. These companies require large
manufacturing volumes and are not suitable for small companies. Tier 2 distributors are
focused on specific smaller areas. This is a great option for company who needs still quite
broad distribution coverage and focuses on one specific are at a time which helps with
logistical pressure. Tier 3 distributors focus on small niche markets that can be area specific
or product specific. These distributors have close relationships with their customers and
collaborations are common. Lastly, brokers are important part of the distribution network in
the US confectionery market. Brokers are ground salesforce for manufacturers, distributors

or importers who will work with them building the brand awareness for potential clients.

Choosing a right partners is one of the most critical part of developing the export strategy.
With right partners the doors can open by themselves when the wrong partner can just cost
a ton of money with no results. According to the interviews and thorough assessment of the
US market these attributes came up to guideline the choice of potential distribution partners

for Kouvolan Lakritsi:
Familiarity with black licorice

The distribution partner should have experience with Nordic candies and black licorice to
have already gained much needed knowledge about niche market group of black licorice
lovers of the US. The partner should have experience with similar products to prove that
they are capable of placing it into the stores where they are accessible to the consumers. It is

a great indicator if they already have black licorice in their catalogs.
Established relationships with specialty Candy and boutique food stores

The partner should already be distributing and selling products into specialty candy and
boutique foods stores. Teaming up with a company that already knows the ropes in the

market where Kouvolan Lakritsi wants to sell their products can be really helpful. This
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means Kouvolan Lakritsi's products will get in front of the right stores faster and easier. It's

a good first step to get the brand out there and start selling in this new market.
In-house Sales and Marketing Teams

The perfect partner would be a company that already has teams working on marketing and
sales, specifically for natural products. This is vital with getting rid of the burden of hiring
own sales team in the US. Also, the partner company's connections and know-how in selling
similar products is crucial. They know how to get the word out with things like in-store ads,

campaigns, deals, and making sure the product is placed in the best spots in stores.
Branding and packaging assistance

Kouvolan Lakritsi needs to find a partner who's up for working together on branding and
packaging. The partner should be able to work hand-in-hand with Kouvolan Lakritsi to help
reshape the brand for the US market. They could help with their knowledge and experience
to guide the process. This would be a big help because Kouvolan Lakritsi has not sold
products in the US before.

Exclusivity

Any partner who's willing to offer all these services and work closely with Kouvolan Lakritsi
will probably want an exclusive deal. This means that they would be the only one working
with Kouvolan Lakritsi in this way, so they can get the most out of their investment. If they
do not ask for this, it probably means they are just looking to do business and not really work

together as partners.

These four key elements are the guideline to choosing right partners for the export value
chain. In the other hand, online sales in the US is also a great opportunity to reach specific
licorice lovers and to gain growth as a market entry. Brand awareness need to be established
first in physical stores. Since licorice is mainly an impulse buy in the US market, consumers
need to get in touch with the products first in the stores. Once there is a group of customers
who like the products, selling online should be the next move. Amazon would be a good
place to sell, because a lot of people use it like a search engine for products to buy. (Interview
70) In general, e-commerce is a hard business that requires a lot of money in marketing.

Kouvolan Lakritsi’s marketing strategy should be utilizing some of their special attributes



45

which most competitors do not have. Various interviews indicated that consumers are willing

to try new products that they see on social media that are interesting.

6.3.2 Marketing

Marketing is a huge part of identifying the export strategy since that is where differentiation
shows to consumers. Kouvolan Lakritsi should use their competitive advantages as their
marketing strategy with the Finnish or Nordic origin as a leading factors. As discussed before
branding needs a big step up for the US market to meet with the consumer preferences with
the packaging to match the premium quality of the products. Kouvolan Lakritsi should use
quality ingredients and hand craft production in marketing. US consumers seem to value
quality products that are craft made, which makes them unique. Kouvolan Lakritsi should
utilize this in their marketing together with the over 100-year-old history which is the
baseline of their story. This is what other companies cannot copy or create from anywhere.

The story behind the brand is what creates uniqueness and quality feel for them.

Sustainability should also be included in the marketing strategy. Many competitors are using
sustainability in their marketing, but they are not showing it on their packaging (Appendix
1). Many of the competitors use artificial sweeteners or other harmful ingredients like palm
oil. This brings sustainability point of view to differentiate from the competition. According
to Appendix 1 there is only Panda and Fazer who are not using palm oil, corn oil or glucose
syrup in their products. Most consumers are buying licorice from stores without knowing
the brand history in advance, this could be indicated in the packaging together with the
sustainability factors to clearly differentiate from competitors. The research and the survey
do not suggest that sustainability should be the main driver in marketing since it did not
receive so much attention in the conjoint analysis from segment 1, but it is just a nice touch
to indicate the brand values. Most importantly everyone loves a good story and Kouvolan
Lakritsi has plenty of that, starting from the year 1906. This should be introduced as part of
the brand also in the packaging.
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7 CONLUSIONS

The US licorice market is primarily dominated by mass-market red licorice brands like
Twizzlers and Red Vines. These were left outside the scope of this research. Direct
competitors mainly offering black licorice products were categorizing into mass-market and
gourmet segments. The gourmet segment was divided into bargain, premium, and ultra-
premium subsegments. Through a consumer survey, four consumer segments were
identified. One segment stood out from other to be suitable target group four KL. They had
the biggest affinity for quality packaging and Scandinavian origin. Other international
brands already operating in the US market was quite divided into that European brands were
found in independent retailers, while Australian and New Zealand brands like Darrell Lea
and Wiley Wallaby have broader availability. Competitor analysis helped define Kouvolan
Lakritsi market entry strategy target group that matches quite well with other European
brands. Consumer segmentation also approved this choice with the chosen target group
preferring Scandinavian brands. Distribution inside the US market play a crucial role, with
importers, distributors, wholesalers, and brokers being key players. Choosing the right
partner plays a key role in success. Online sales through platforms like Amazon, offer

additional opportunities for market entry.

Differentiation focus strategy was chosen for to be the most viable strategy for Kouvolan
Lakritsi, targeting niche segment of international black licorice lovers. Many interview
stated that even though KL received good feedback on product quality and posivite company
values its packaging does not speak these qualities effectively. Comprehensive rebranding

for the US market is essential to establish a competitive advantage in the US market.

One of the main concerns in the beginning was the United States legal environment since it
is known for its harsh punishments and complex structure. In order to legally import food
into the United States Kouvolan Lakritsi must register with the Food and Drug
Administration (FDA) annually and designate a US agent (defined as a person or entity with
a US address) to serve as the primary point of contact between the FDA and the client. In
addition, Kouvolan Lakritsi must include an FDA-compliant label in English on all packages
sold in the United States. The importer that Kouvolan Lakritsi chooses is legally accountable

for the goods it receives and must comply with the FDA Food Safety Modernization Act
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(FSMA). This law requires that the importer participate in the Foreign Supplier Verification
Program (FSVP) to vet each of its individual suppliers.

Implicit in this recommendation is that Kouvolan Lakritsi produce an FDA-compliant
product for the US market which will necessarily entail replacing the currently utilized E153

food coloring with something legal in the US market.

A key point that stood out from the interviews and focus groups was that black licorice,
regardless of whether someone really loves it, tends to be something people buy as an
impulse buy together with groceries. For this reason, many interviewees mentioned that they
often end up getting Wiley Wallaby and Trader Joe's brands, even if those aren't necessarily
their absolute favorite black licorice options. The main reason for this seems to be that they

come across these brands more frequently.

European black licorice products are mostly found in small independent shops and boutique
stores. Individual interviews had 27 of Southern Californian stores, and the finding was that
the prices can vary, but the one thing they all have in common is that these licorice products
are popular enough for the stores to keep them in stock. Most of the stores had many different
brands of licorice on their stores. As for the bigger stores, Walmart or Target, were not
considered as a good option for selling Kouvolan Lakritsi's products. Big stores have all

sorts of different flavored licorice, which isn't something Kouvolan Lakritsi offers right now.

The small, independent stores that Kouvolan Lakritsi is aiming to target as their main sales
channel are spread out all over the country, and there are hundreds of them. Trying to reach
all of them would be a huge job, especially for a company that doesn't have much experience
in the US market. That is the reason there is no reason creating a whole new sales team in

the US as a smart move for Kouvolan Lakritsi.

Various interviews and market analysis shows that there is a profitable market for Kouvolan
Lakritsi for market entry in the US. Focusing on small boutique stores is recommended to
start with since they meet with the constructed consumers segment profile visitors that

Kouvolan Lakritsi should focus in their market entry in to the US.

Research results were quite reliable even though taking into consideration of its
homogeneous nature since the survey, which was one of the largest data sources, was mainly

focus only on the California state. This is what made the research results to be reliable only
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on that region. Other parts of the USA need still their own thorough consumer behaviour

research.

7.1 Recommendations for further research

While the existing thesis has provided valuable insights into market attractiveness and
competition analysis, the availability and quality of distributors and importers are often
underestimated factors in market entry decisions. The US market is such a challenging field
with the web of distributors, retailers, brokers, and other that this field need more in-depth
research. It would be great to find a framework on how this system works and how individual
importers can find the right partners. Thorough research into these distribution channels.
emphasizing the critical role, they play in product reach and market penetration, is
recommended for further research. Understanding the dynamics of distributor networks is
vital to formulating effective market entry strategies and could be used for better
internationalization for small companies into bigger markets. Finland is such a small market
that many companies are destined to go global. Since USA has such a broad market and this
thesis covered only a small fraction of it, further research would be needed in other regions

of the USA to capture the full diversity of consumer behavior across the country.
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Wiley Darrell Trader Katjes Ris Gimbal's Yum Panda Fazer Gustaf's Lakrids by Kouvolan
Wallaby Lea Joe's Earth Bulow Lakritsi
Licorice Style Australian | Australian New German New American American Finnish Finnish Dutch Danish Finnish
Zealand Zealand
Manufacturing Location United Australia Unknown Germany New United United Finland Finland Netherlands | Denmark Finland
States Zealand States States
Shape Twisted Cylinder Cylinder Gum Drop Cylinder Scottie Dog | Cylinder Hollow Cubes Coin Cylinder Cylinder
Cylinder Cylinders
Standard Package Size 100z (283g) | 70z (200g) | 80z (227g) | 70z (200g) | 70z (200g) | 120z (340g)| 50z (142g) | 7oz (200g) | 5.30z (150g)| 5.30z (150g)| 5.30z (150g)|5.290z
(150g)
Lowest Retail Price
Per Standard Package $ $ $ $ $ $ $ $ $ 299 $ $
3.39 2.99 2.49 2.99 6.99 9.18 4.49 3.99 3.99 11.00 4.99
Per Pound (Ib) $ $ $ $ $ $ $ $ $ 9.04| $ $
5.42 6.83 4.98 6.83 15.98 12.24 14.37 9.12 12.06 33.27 15.10
Per kilogram (kg) $ $ $ $ $ $ $ $ $ 19.93| $ $
11.98 14.95 10.97 14.95 34.95 27.00 31.62 19.95 26.60 73.33 33.27
Packaging
Plastic Bag X X X X X X X X X
Paper Bag X
Plastic Jar X
Reasealable X X X X X X X
Stands Up X X X X X X X
Recyclable X X
Product Attributes X = on packaging, O = not on packaging
Vegan / Plant-Based X X X X X X o
Kosher X
No Animal Gelatin X
Fat Free X X X
Gluten Free X X o
No Artificial Preservatives X
No High Fructose Corn Syrup X o
No Artificial Flavors X X
No Artificial Coloring X X
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Nut Free

Non-GMO

Palm Oil Free

Organic

Carbon Neutral

Allergy Friendly

Batch Made

Key Ingredients

Wheat Flour

Rice Flour

Water

Sugar

Invert Sugar

Cane/Sugar Syrup or Treacle

Brown Sugar Syrup

Dextrose

Rice Syrup

High Fructose Corn Syrup

Corn Syrup

Glucose Syrup

Glucose Fructose Syrup

Modified Food Starch

Corn Starch

Gelatin

Molasses

Salty Licorice

Salt
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Ammonium Chloride

Licorice Extract or Juice

Aniseed Oil

Anise Falvor

Palm Oil

Canola Oil

Vegetable Oil

Sunflower Oil

Rice Bran Oil

Carnauba Wax

Beeswax

Glycerine

Glycerol Monostearate

Mono- & Di-glycerides

Food Coloring

Caramel Color

Preservatives

Emulsifier

Acidity Regulator

Herbal Extracts

Confectioner's Shellac




Appendix 2. Individual interviews
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W nro.
Intervie
w1l
Intervie
w2
Intervie
w3
Intervie
w4
Intervie
w5
Intervie
w6
Intervie
w7
Intervie
w8
Intervie
w9
Intervie
w 10
Intervie
wll
Intervie
w12
Intervie
w13
Intervie
w14
Intervie
w15
Intervie
w 16
Intervie
w17
Intervie
w18
Intervie
w 19
Intervie
w20
Intervie
w2l
Intervie
w22
Intervie
w23
Intervie
w24
Intervie
w25
Intervie
w26
Intervie
w27
Intervie
w28
Intervie
w29
Intervie
w 30
Intervie
w3l
Intervie
w32
Intervie
w33
Intervie
w34
Intervie
w35
Intervie
w36
Intervie
w37

Intervie
w38

Type
Potential
competitor
Potential
competitor
Industry
expert
Potential
consumer
Potential
competitor
Potential
competitor
Potential
consumer
Potential
consumer
Potential
consumer
Industry
expert
Potential
partner
Potential
consumer
Potential
consumer
Potential
partner
Potential
consumer
Potential
consumer
Potential
consumer
Potential
consumer
Potential
retailer
Potential
retailer
Potential
retailer
Potential
retailer
Potential
retailer
Potential
retailer
Potential
partner
Potential
partner
Potential
partner
Potential
partner
Potential
retailer
Potential
retailer
Potential
retailer
Industry
expert
Industry
expert
Potential
consumer
Industry
expert
Potential
consumer
Potential
consumer
Potential
consumer

Country/Sta
te

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

FI/HEL

FI/HEL

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

Top attribute
in KL

Uniqueness
Quality
Quality
Uniqueness
N/A
Luxury
Packaging
Accessibility
N/A
Marketing
N/A

Brand
Natural flavors
Price
Marketing
Freshness
Qualtiy
Tste

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A
Freshness,
Vegan

N/A
Flavors
N/A

N/A

N/A
Softness
N/A
Quality
Quality

Sweet flavor

Reason to
buy
liquorice

Price and
distribution
Price

Price

Social
media

Price and
distribution
N/A

Try new
flavors

As a gift
Impulse
Experience
N/A
Specifil
occasion
Impulse
N/A
Impulse
Experience
Lower sugar
Impulse
N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A
Packaging
N/A

N/A

N/A

N/A

N/A
Impulse
Holidays

Impulse
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Notes

People either love or hate liquorice

Quality assurance with manufactorers
Multiple options for distribution are available
Importance of social media

International brands thorugh distributor
Imorts all over the world

Only private label / white label

Soft texture, liquorice root and price

Marketing

Distributor dependent
Likes European flavors
Likes European flavors

Sells only white label

KL packaging looks cheap

Is not willing to pay premium for candy

Same 3-4 vendors for 10+ years tha supply everything

Liquorice is a hit product, mostly Australian style, 2-3 suppliers bring everything

12 SKUs of liquorice, black wheel most popular, 3 distributors

Black licorice consumer base is mixed, Everything comes from 3 distributors, Bulk candy
25 White label brands of black licorice, European candies sell very good, Black licorice
consumer base mainly older, Bulk candy sells

All candies are sold in 150g bags (20USD/kg), Licorice buyers tend to be older,
Importance of broker firms and distribution network, generally 7-10% of costs go into
packaging,

Preferes innovative products, often utilizes brokers

Choosing the right venture partners, US market is very difficult, thorough validation in every
state should be done

Distribution chains and brand image, re-design for the US market, 9.5/10 consumers say KL is
the best

US Nutrition ned to be on the product, How to keep value chain competitable

Wants 1000g and 150g bags,

Food brokatage is broken down to Food services and Retail, Test marketing find maketing
company and work with a broker

Advice not to entry by retail channels

Need to get FDA number, Port of LA is the busiest in the US, Us market is tough,

The texture is unlike any licorice ever eaten before, liked the packaging thickness, wants made
in Finland to be written

Fazer is the only other company to enter the US

The importance of the brand for the consumer

Thinks licorice as Twizzlers

Red vines



Intervie
w39
Intervie
w 40
Intervie
w4l
Intervie
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w 46
Intervie
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w49
Intervie
w 50
Intervie
w51
Intervie
w52
Intervie
w53
Intervie
w 54
Intervie
w55
Intervie
w 56
Intervie
w57
Intervie
w58
Intervie
w59
Intervie
w 60
Intervie
w61
Intervie
w 62
Intervie
w 63
Intervie
w 64
Intervie
w 65
Intervie
w 66
Intervie
w67
Intervie
w 68
Intervie
w 69
Intervie
w 70
Intervie
w71
Intervie
w72
Intervie
w73
Intervie
w74
Intervie
w75
Intervie
w76
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US/CA

US/CA

US/CA

FI

US/CA

FI/HEL

FI

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/IL

US/CA

US/CA

US/CA

US/CA

FI/HEL

FI/HEL

US/CA

US/CA

US/IL

US/MD

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

N/A

N/A

N/A

N/A

N/A

N/A

N/A

Sweet flavor

Softness, Textu

e

N/A

Texture

Texture

Taste

N/A

Texture

Texture

N/A

N/A

N/A

N/A

N/A

N/A

Texture

N/A

Taste

Taste

Texture

Redacted

Redacted

Texture

Redacted

Redacted

Redacted

N/A

N/A

Redacted

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A

N/A
Online
N/A
Price
N/A

N/A

N/A

N/A
Know what
they want
N/A

N/A
Regularly
N/A
Brand
N/A
Redacted
Redacted
N/A
Redacted
Redacted
Redacted
N/A
Price
Redacted
N/A
Price
Occassional
Occassional
N/A

N/A
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Uses instagram focused strategy

Sells self-service scoop bins only, 16,95 USD per pound

Regulations

Lakridts by Bulow has entered the US market so there is market for it

Want to by small quantities

Importance of logistics, buying habits are developed over time

Physical experience for consumers

Loved KL flavor, texture and taste better than US alternatives

KL to be similar with Red Vines

No interest in selling black licorice

Packaging does not stand out

Packaging does not stand out

Pakcaging does not match the licorice quality

Likes red licorice but does not like black licorice

Likes red licorice but does not like black licorice, Describes KL to be old timey candy, likes
bright colors in packaging

Top concerns packaging looks cheap, candy is heavy what needs to be thinked when shipping
Candy markup in general 4-6 x wholesale price, licorice buyers older than 40, TikTok
marketing

Thinks that US consumer prefers Australina licorice because it's less bitter,

Sells lot of Scandinavian products, black licorice being top performer, uses many distributors,
Buys bulk and white labels, most consumers are European expatriates

Has Swedes, Brits and Australian as main customers,

KL must have key difference, taste, ingerients, shape, packaging etc., Launch must be
consumer-centric (who, why, what)

Regular licorice eater,

KL packaging reminds of old fashioned feel, is willing to pay premium price for it since it feel
premium quality

Plastic packaging felt cheap, loved the taste that differs from the market

Always has black licorice in home, prefers KL over others, would pay 2x more than Wiley
Wallaby

Has always liked black licorice, likes to buy online,

Redacted

Redacted

Thinks KL looks sexy, landed costs should be figured, cost of container has increased 2x since
2020, KL need FDA supplier verification

Redacted

Redacted

Redacted

Licorice seems to be mainly popular amongst the older generations (45+), Customers exist
who are willing to buy Scandinavian candy at premium prices

Premium price of KL is not an issue, use own salesforces,

Redacted

Willing to carry Scandinavian brands, Licorice seems to be mainly popular amongst the older
generations (45+),

Packaging needs to be fun and attractive maybe as a gift, likes to try new varieties in his store
WTP 14-15 USD for 5.51bs container, licorice not very popular

WTP 14-15 USD for 5.51bs container, licorice not very popular

WTP 20 USD per 160z package if it comes with add-ons and good packaging,

Willing to pay up to 20 USD / pound if packaging is good, buys mainly bulk
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US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

US/CA

N/A

Redacted

Redacted

N/A

Redacted

N/A

N/A

Redacted

N/A

N/A

N/A

Redacted

Redacted

N/A

Redacted

N/A

N/A

Redacted

N/A

Impulse
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WTP 20 USD per 160z package if it comes with add-ons and good packaging,
Redacted

Redacted

Unwilling to try out newer foreign brands due to low popularity of black licorice candies
within the store per sales data

Redacted

Comfotable with 20 USD price point, wants luxury packaging

Their candy sales is not profitable, started selling candies with premium price (20 USD) did
not work out,

Redacted

Carry premium products and is comfortable with 32 USD /Ibs price point for caramel candies,
can carry limited stock

Typically buys Trader Joe's licorice, is reguar licorice consumer, WTP does not meet with the
20 USD/Ibs



